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INFO AMEMBASSY CANBERRA 
AMEMBASSY CONAKRY 
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AMEMBASSY KINGSTON 
AMEMBASSY PORT AU PRINCE 
AMCONSUL PARAMARIBO 

CONFIDENTIAL SANTO DOMINGO 5073 

E.O. 11652: GDS 

TAGS: EMIN, EFIN, IND, DR 

SUBJECT: BAUXITE: ALCOA AND GODR SIGN AGREEMENT ON EXTENDING 
CONCESSION 

REFS: (A) SD-4465 
(B) SD-3976 

1. ALCOA AND GODR SIGNED AGREEMENT NOVEMBER 12 ON TERMS FOR 
CONTINUING THE FORMER'S BAUXITE CONCESSION THROUGH DECEMBER 31, 
1976. AGREEMENT ALSO CONTAINED PROVISION FOR RETROACTIVE PAYMENTS 
WITHOUT INTEREST TO GODR FROM APRIL 1, 1974. TERMS OF AGREEMENT 
ARE GENERALLY ALONG THE LINES OF THOSE REPORTED REFTEL (A) WITH 
CONCESSIONS FROM BOTH SIDES RESULTING IN TOTAL GODR REVENUE AND 
INCOME WHICH APPEAR TO BE SLIGHTLY LESS THAN UNDER THE JAMAICAN 
FORMULA. 
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2. EMBASSY UNDERSTANDS THAT PRESIDENT BALAGUER INTERVENED 
PERSONALLY BY TAKING OVER THE NEGOTIATIONS FROM THE GODR COMMISSION 
HEADED BY SECRETARY OF FINANCE ALVAREZ BOGAERT. AGREEMENT WAS 
SIGNED IN BALAGUER'S PRESENCE BY ALVAREZ BOGAERT AND BY ALCOA 

VICE PRESIDENT CHARLES W. PARRY. 

3. THE LAST ISSUES OF THE NEGOTIATION WHICH WERE 

RESOLVED CONCERNED (1) THE FORMULA FOR CONVERTING BAUXITE INTO 
ALUMINUM WITH ALCOA HOLDING OUT FOR A 5.0 FIGURE AND THE GODR ASKING 
FOR A 4.8. FIGURE; AND (2) THE IAMAICAN LEVY OF 7.5 PERCENT FOR 
LAST YEAR AND 8.0 PERCENT FOR THIS YEAR. IN SOMETHING OF A 
TRADE-OFF BETWEEN THESE TWO. IT WAS AGREED THAT THE CONVERSION 
FORMULA WOULD BE 4.8 FOR 1974, 1975, AND 1976; BUT THAT THE LEVY 
FIGURE WOULD BE 7.5 PERCENT FOR 1974 AND 7.7 PERCENT FOR 1975 
AND 1976. THIS FORMULA RESULTS IN INCOME TO THE GODR OF $9.77 PER 
BONE DRY LONG TON (BDLT) OF BAUXITE EXPORTED IN 1974, $12.35 FOR 
1975, AND $13.31 FOR 1976, ASSUMING ALUMINUM PRICES OF 31.25 CENTS 
PER POUND IN 1974, 38.5 CENTS PER POUND IN 1975, AND 41.5 CENTS 
PER POUND IN 1976. 

4. IN ADDITION TO THE REVENUE PRODUCED BY THIS EQUATION, THE 

GODR WOULD RECEIVE A ROYALTY OF 55 CENTS PER METRIC TON OF BAUXITE 
EXPORTED. 

5. THE FORMULA, THUS, PROVIDES FOR THE USE OF SHORT TONS IN 
CONVERTING FROM BAUXITE TO ALUMINUM BUT LONG TONS IN CALCULATING 
THE EXPORT OF BAUXITE, AND METRIC TONS (A LONG TON IS 1.016 

METRIC TONS) FOR THE ROYALTY PAYMENTS OF 55 CENTS. 

6 ON THE BASIS OF 882,665 BDLT OF BAUXITE EXPORTED IN 1974, 

THE GODR RFAT.I7.es AN INCOME, INCLUDING THE 55 CENTS PER METRIC TON 
ROALTY, OF $9, 1 17,000, OF WHICH ALCOA HAS ALREADY PAID $6,442,646. 
ESTIMATING BAUXITE EXPORTS AT 738,000 BDLT FOR 1975 AND 1976, 

WITH THE ASSUMED ALUMINUM PRICES DESCRIBED ABOVE, GODR INCOME FROM 
BAUXITE WILL BE $9,526,800 FOR 1975 AND $10,238,662 FOR 1976. 

(ALCOA'S TOTAL ANNUAL PAYMENTS TO THE GODR WERE $4.0 MILLION IN 1971, 
$4.0 MILLION IN 1972, AND $4.4 MILLION IN 1973.) 

7. DOMINICAN BAUXITE EXPORTS ARE CURRENTLY OFF PRIMARILY BECAUSE 
OF THE RECESSION IN THE US. IF ONE ASSUMESN 
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IUXITE EXPORTS IN 

1976 AT THE SAME RATE AS IN 1974, THE TOTAL INCOME ACCRUED TO THE 
GODR WOULD BE $12,241,635. 

8. THE GODR DEMAND THAT ALCOA BUILD AN ALUMINA PROCESSING PLANT 
IN THE DR WAS DISPOSED OF FOR THE TIME BEING BY THE AGREEMENT THAT 
ALCOA WOULD LEND FINANCIAL ASSISTANCE TO A FEASIBILITY STUDY OF 
THE PLANT, STARTING WITH A SURVEY OF THE BAUXITE RESERVES IN 
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THE COUNTRY. (THERE ARE ONLY ENOUGHT KNOWN RESERVES AT ALCOA'S 
CURRENT SITE TO LAST 20 YEARS AT THE CURRENT RATE OF PRODUCTION.) 

9. IT WAS IMMEDIATELY ANNOUNCED AT THE TIME OF THE SETTLEMENT 
THAT ALCOA AND THE GODR EXPECT TO START NEGOTIATIONS AGAIN 
WITHIN 90 DAYS ON THE TERMS FOR EXTENDING THE CONCESSION BEYOND 
976. NEVERTHELESS, THE EMBASSY BELIEVES IT SIGNIFICANT THAT 
PRESIDENT BALAGUER IS CONCERNED ENOUGH ABOUT MAINTAINING A GOOD 
FOREIGN INVESTMENT CLIMATE IN THE DR TO HAVE REACHED A SETTLEMENT 
ON TERMS WHICH APPEAR TO BE SLIGHTLY LESS FAVORABLE THAT THOSE OF 
THE JAMAICAN FORMULA. 

HURWITCH 
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